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5. Good progress is being made with implementation of the changes. Legislation to 
abolish RHAs, and enable DHAs and FHSAs to merge, will be introduced at the 
earliest opportunity. As a first step towards the new structure Ministers have 
decided, following consultation, that the number of RHAs will be reduced to eight. 
This change is to take effect on 1 April 1994 and will create common boundaries for 
the RHAs and the NHSME regional offices. Regional Directors, who will head the 
regional offices and act as Regional General Managers of the transitional RHAs, will 
be selected during March. 


FUNCTIONS GROUPS 


6. The Functions Groups have been set up to contribute to a key element of 
implementation, that of determining how the new organisational structure will work 
in practice. The Groups are charged with considering what functions should be 
carried out by NHS central management in the new structure, where, and how. The 
general terms of reference set for all groups are: 


@ to determine the main activities and tasks which need to be undertaken; 
e to allocate these to the different parts of the new structure; 
e to map the appropriate lines of authority and responsibility and the 


relevant information flows; and 


@ to determine the mix of skills and make recommendations on the 
number of staff required to work in each functional area. 


In addition, each group was asked to give particular consideration to specific key 
issues in the course of its work. 


ah The Implementation Plan identified nine Functions Groups: 


Setting a Strategic Framework for the NHS (Functions Group 1) 
Securing and Allocating Resources (Functions Group 2) 

Human Resources Management (Functions Group 3) 

Working with Clinical Staff (Functions Group 4) 

Performance Management and Accountability (Functions Group 5) 
Developing and Regulating the Market (Functions Group 6) 

Local Strategy and Purchasing (Functions Group 7) 

Providing Health and Health Care Services (Functions Group 8) 
Estates Management (Functions Group 9) 


As envisaged in the Implementation Plan, further groups have been set up to look at: 


e Information Issues (Functions Group 10) 
e Cross-functional Issues (Functions Group 11) 
e Communications (Functions Group 12). 


The membership of the Functions Groups is drawn from different disciplines and 
from all parts of the NHS. A full list of the Group members is at Annex A. 


In addition to the 150 or so Functions Group members, views have been received 
from a wide range of individuals and organisations. There have also been a number 
of written submissions to the Groups. Many of those who responded to consultation 
on changes to RHA boundaries also commented more widely on the allocation of 
functions in the new structure. These comments were fed into the work of the 
relevant Functions Groups. 


First stage work of Functions Groups 


10. 


igi 


In their first stage work, to 31 January 1994, each Functions Group was asked to 
develop a preliminary view of how the functions within its remit might best be 
discharged in future. Functions Groups were advised not to seek to ensure 
compatibility with other Groups’ proposals at this stage, but to make assumptions 
where necessary about how other related functions will be discharged. Later stages 
of the process will successively improve the ‘fit’ between different functional areas 
and refine functions to provide a sharper view of the organisational structure. 


Early in the process, the Functions Group leaders agreed a small number of ground- 
rules for their work. These were: 


e the starting point for the Functions Group work should be an examination of 
the functions needed in the new structure rather than a review of existing 
functions; however, it would be essential to ‘loop back’ to the existing 
situation to ensure that all current functions had been considered; 


e the allocation of functions to the new structure would be undertaken in two 
stages: firstly, to allocate functions to local purchasers and providers and to 
NHS central management, within a context of maximum decentralisation while 
maintaining accountability; secondly, to determine which central management 
functions should be carried out by headquarters and which by regional offices; 


e individual Functions Groups would take informal views from key people as 
their work progresses. Formal testing of ideas would be on the basis of a 
synthesis of Functions Groups’ preliminary views signed off by Functions 
Group leaders collectively; 


e Functions Groups would work within the existing policy context, although it 
was recognised that some policy issues would be directly relevant to looking 
at how the new organisation will work in practice; 


e given the resource constraints for the exercise as a whole, it would be 
important to distinguish functions which are unavoidable from those which are 
discretionary. 


12. 


14. 


LS; 


At the end of the first stage work, each Functions Group produced a working paper 
setting out preliminary thoughts on future arrangements in their functional area. The 
papers were prepared as working documents to provide a basis for collective 
discussion by the Functions Group leaders and have not been circulated widely. 


The leaders of the Functions Groups met on 4 February under the chairmanship of 
Alan Langlands to discuss the working papers. The aims of the meeting were to 
establish the common ground between the Functions Groups on the broad shape of 
the new central management structure; to identify problem issues and gaps in the 
work done to date; and to agree a forward action plan including allocating 
responsibility for further work. In the course of the meeting the Functions Group 
leaders considered some of the issues on which different Groups had produced 
alternative proposals and reached a common position on how these should be handled. 


This document outlines the preliminary views on the shape of the new structure as 
they emerged from the working papers and from the Functions Group leaders’ 
discussion. It is important to stress that this is a progress report and that the 
proposals set out do not in any sense represent a firm position. At this interim stage 
of the Functions Groups’ work, the working papers can only offer an indication of 
the direction of travel and a ‘snapshot’ of how they suggest that the new structure 
might look. Further work is needed to develop the broad outline in more detail and 
to consider the resource implications of the proposals, assessing the priority of 
different functions in the context of the move to a smaller, streamlined structure. 
Final decisions about the allocation of functions in the new structure are for 
Ministers and must take account of the overall resource position as well as the 
parallel work on functions in the wider Department of Health. 


Drawing on the working papers, the document presents in turn the initial proposals 
of the Functions Groups on: 


e key principles for the new structure 

@ overall allocation of functions 

e arrangements for certain specific functions within the new structure 
@ outstanding issues to be addressed in the next tranche of work 

@ resource implications of the proposed allocation of functions 

e next steps for the Functions Groups. 


PRINCIPLES 


16. 
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18. 


Analysis of the twelve working papers showed that there were significant areas of 
common ground, particularly in the underlying principles applied by the different 
Functions Groups. Four key principles for central management were identified as 
having guided the work of all Groups: 


e Accountability 

e Devolve responsibility/decentralise 
e Single corporate structure 

© Simplify/streamline. 


These principles are of course interdependent and must be balanced against each 
other. The requirements of accountability limit the extent to which functions can be 
devolved to purchasers and providers, for example in the area of pay determination. 
Moves towards a more streamlined structure such as reducing central returns must 
also be balanced against the need for accountability. At the same time, the principles 
can also be complementary, with the move to a single corporate structure creating 
opportunities for streamlining functions in areas such as performance management. 


For each of the four principles it was possible to formulate, from the working papers, 
a set of statements which expand on the central idea of the principle. These 
statements, agreed by the Functions Group leaders, provide a series of tests for 
whether or not a function is appropriate for central management. 


Accountability 


e Central management supports Ministers in meeting the requirements 
of Parliamentary and public accountability at national level. 


@ Central management has a key role in ensuring that local purchasers 
and providers operate within a clear accountability framework. 


e Central management holds purchasers and providers to account for 
ensuring value for money. 


e Central management is responsible for ensuring that key stakeholders, 
including the public, are involved in developing strategy for the NHS. 


Devolve responsibility/decentralise 


Functions are carried out by central management only if this is 
necessary to ensure that they are discharged satisfactorily. 


Central management sets the ‘rules of the game’ and ensures they are 
followed, but is not normally a player itself. 


Central management stands back whenever possible, but intervenes 
where necessary to ensure satisfactory performance. 


NHS contracts between purchasers and providers are the prime 
mechanism for managing the health service. 


Providers are responsible for managing as much as possible of what 
underpins their performance. 


Joint working arrangements are used where functions need to be 
organised on a wider scale than that of individual purchasers and 
providers. 


Single corporate structure 


Central management operates on the basis of a general management 
approach, although professional networks remain important. 


External professional advice will generally need to span primary and 
secondary care, be multi-disciplinary and focused on specific issues. 


There are no regional strategies or plans, although there may be a 
regional approach to implementation of national strategy. 


There are no comparisons of aggregate regional performance. 
Performance management is done only once, at regional level. 


Central management is responsible for developing a strategic 
framework for the NHS, and for clear corporate communications. 


Simplify/streamline 


e Allocation of resources on the basis of resident population is 
maximised, and top slicing minimised. 


e Performance management is based on a few high level indicators, 
focusing on results rather than processes. 


e Central returns are kept to a minimum with data collected once, to 
common definitions, and validated at source. 


e Central management support/development functions are tightly defined, 
non-prescriptive and of limited life. 


t Functions are not duplicated, but aspects of a function may be carried 
out at different levels. 


‘OVERALL ALLOCATION OF FUNCTIONS 


1: 


The Functions Groups are charged with identifying the main activities and tasks which 
need to be carried out in the NHS and allocating them between local NHS 
organisations - purchasers and providers - and central management, comprising 
headquarters and the regional offices. In line with the principles set out above, the 
aim of the Functions Groups is to minimise centralisation and maximise the delegation 
of responsibility to local level while maintaining clear lines of accountability. This 
section of the progress report presents the Functions Groups’ proposals for the overall 
allocation of functions and responsibilities between local and central management in 
the NHS. 


Local management 


Zi} 


ZA: 


The programme of NHS reforms introduced in 1991 devolved responsibility for 
patient services to GPs; to DHAs and FHSAs; and to NHS Trusts. The changes 
moved decision making closer to the patient, ensuring that decisions reflected local 
needs as accurately as possible. 


The development of DHAs’ purchasing role has led to greater coordination across the 
boundaries of primary and secondary care and many DHAs and FHSAs have 
established joint management arrangements. Mergers of DHAs and FHSAs, when 
legislation permits, will consolidate this joint working. The merged DHA/FHSA will 
have a key role as the single authority at local level with responsibility for 
implementing national health policy, integrating purchasing across both primary and 
secondary care. 


an 


23: 


Functions Group 7 (Local Strategy and Purchasing) has looked in particular at the 
functions, responsibilities and style of operation of a merged DHA/FHSA in the new 
structure. The Group has defined the core functions of a merged DHA/FHSA as: 


e evaluating health and health care needs 

e establishing a local health strategy to implement national policy and meet local 
needs 

@ implementing the local health strategy by: 


- securing services through contracts with providers 

- developing primary health care 

- working with GPs to achieve locally agreed targets 
- developing local alliances for health 

- seeking views of local people 

- working with providers to improve value for money 
- improving quality and clinical effectiveness of care 


e monitoring and evaluating changes in health and delivery of health services 
e developing local capacity to achieve the strategy 
e discharging corporate and statutory responsibilities 


Further work is being carried out to define these functions in more detail and to 
develop a support programme for DHA/FHSA mergers. 


NHS Trusts and other health care providers are less directly affected by the 
‘Managing the New NHS’ changes. The core function for providers remains that of 
delivering services to purchasers’ specifications: they are responsible to purchasers 
for managing delivery to quality and cost targets in contracts, and to central 
management for meeting mandatory accountability requirements. The ‘light touch’ 
approach developed by the NHSME Outposts will be maintained in the new structure, 
with central management intervening only when necessary and in accordance with 
clearly-defined criteria. 


Central management 


24. 


A major aim of the “Managing the New NHS’ changes is to create a central 
management structure which better serves the new NHS. Central management is to 
be characterised in future by a degree of strategic management to ensure 
accountability, administered with a light touch which will respect the freedom of both 
purchasers and providers at local level. The move to a single corporate structure 
integrating headquarters and regional offices represents a significant change and the 
Functions Groups have been considering what functions should appropriately be 
assigned to the new, streamlined central management. 


ZS: 


The principles and supporting statements set out in the previous section provide a 
basis for defining the functions and responsibilities of central management in the new 
structure. The Functions Group leaders considered the broad areas of activity which 
central management should and should not engage in and concluded that central 
management in the new NHS should: 


support Ministers in accounting for NHS performance 

provide vision, values and standards for the NHS 

establish national strategies and give guidance on priorities 

agree and monitor a limited set of performance targets 

secure funds and allocate them to purchasers 

prioritise/approve capital investment and use of investment funds 

set and monitor financial targets 

recognise good performance and intervene to correct poor performance 
encourage innovation among ‘leading edge’ purchasers and providers 
establish and monitor a regulatory framework for the market 
contribute to policy development 

facilitate joint working between purchasers and providers 


undertake its own financial and human resources management, 
including succession planning 


Conversely, central management should not: 


attempt to determine detailed strategies of local purchasers and 
providers 


set detailed targets for general application 

prescribe matters of process for purchasers and providers 

maintain detailed co-ordination and control functions 

provide advice, except where sought or where central strategy changes 


retain significant strategic funds at either headquarters or regional 
offices. 


DETAILED ANALYSIS OF FUNCTIONS 


26. | The Functions Groups have begun to look in detail at the functions to be carried out 
in the new structure and have given a preliminary view of which functions might be 
undertaken by central management and which by local management. They have also 
indicated, where appropriate, which of the central management functions are for 
headquarters and which for regional offices. For a small number of specific local 
functions which are beyond the resources of individual purchasers or providers, the 
Groups have suggested that these should be carried out through joint working 
arrangements. 


27. Annex B sets out in tabular form the initial allocation of functions in the new 
structure proposed by the Functions Groups. Functions are grouped under the broad 
headings of development, resources, human resources, performance (including market 
regulation), infrastructure, advice and accountability, and assigned to central 
management (headquarters and regional offices), consortia of purchasers and/or 
providers, DHAs/FHSAs, or providers. 


28. The table provides a first picture of the allocation of functions envisaged by the 
Functions Groups and shows the key relationships between central and _ local 
management, but it does not attempt to be comprehensive. In particular, it does not 
include functions on which Functions Groups have not yet reached a view, nor those 
where significant further work is required. The table will be refined successively as 
the work of the Functions Groups proceeds. 


Key recommendations from functions groups 


29. | There was a clear consensus among the Functions Group leaders on how several key 
functions should be carried out in the new structure. The proposals put forward in 
the working papers for these functions are outlined below. These recommendations 
will be developed in detail in the further work of the Functions Groups. 


Strategic framework for the NHS 


30. The Functions Group leaders recommended that one of the functions of central 
management should be to set a strategic framework for the NHS. The purpose of such 
a framework would be to ensure that decisions and policies at national level are 
consistent with Ministerial objectives, and organised in such a way as to provide a 
coherent context within which local priorities can be set and action taken. Key aspects 
of the proposed framework are: 


e a clearly defined organisational purpose, which describes what the NHS exists 
to do; 
e the values which underpin the NHS in terms of the outcome it intends to 


achieve and by which its results will be measured; 
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e the organisational style and culture of the NHS reflecting due emphasis on 
public service and public accountability; 


e the key characteristics of the NHS which will reflect these values and deliver 
this purpose - a vision of the future; 


e a process for understanding and influencing the possible future environment 
in which the NHS will be operating; 


e a corporate management process which identifies the gap between vision and 
current reality; takes into account the present and future environments; and 
thereby determines priorities for policy and strategy development and revision. 


Allocating resources 


au 


aan 


a2. 


The principle of a single corporate structure has clear implications for resource 
allocation policies. If regional offices were to adopt different allocations policies, two 
DHAs with similar population size and characteristics might receive different shares 
of the resources nationally available to purchase health care for their population. 


The Functions Groups recommended that main revenue allocations should in future 
be made by central management headquarters direct to purchasers using a national 
formula. They proposed that headquarters should also be responsible for determining 
and implementing a national policy on pace of change, with regional offices having 
a key role in advising headquarters on the financial situation of purchasers in their 
region. 


Top-slicing of resources would be kept to an absolute minimum. In order to facilitate 
changes in service delivery it would, however, be necessary for central management 
to retain a degree of flexibility in the use of a limited amount of resources. These 
resources would be held and used in different ways: 


e a national strategic development fund would be held at headquarters. The 
fund would be resourced by an explicit national levy and allocations would be 
agreed on a corporate basis at the beginning of each financial year. Regional 
offices would be responsible for making bids on behalf of purchasers; 


e a smaller national fund, also financed by a levy, for necessary in-year 
spending would be held by headquarters and accessed in the same way; 


e individual regional offices would hold small development funds for pump- 
priming. 
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Performance management 


34. 


354 


36. 


The move to a single corporate structure also implies changes to the performance 
management system. After the abolition of RHAs there can be no regional corporate 
contracts. The Functions Groups recommended that performance management should 
be carried out only once, by regional offices, which would be responsible for the 
performance of individual purchasers and providers. Arrangements for priority 
setting and negotiation of corporate contracts and formal performance reviews would 
be centred around the relationship of regional offices with DHAs and FHSAs. The 
possibility of extending accounting officer status further through the system - down 
to purchasers and providers - is being examined in more detail. 


While a central aggregation and analysis function would continue to be needed, 
regional offices would not be held accountable for delivering an aggregate regional 
performance. A smaller centre relying on the working of the market rather than 
detailed performance management to increase efficiency must be prepared to have a 
smaller number of targets and deliverables, and to intervene less. 


Performance management of providers by the centre takes place mainly down the 
purchaser line through NHS contracts, except in relation to financial duties and 
approving annual and strategic business plans. The Functions Group leaders took the 
view that these arrangements are not appropriate for all areas of provider 
performance, and could result in distortions of the market. It is proposed that in 
addition to financial issues, central management should undertake direct monitoring 
of providers in a small number of key areas (eg junior doctors’ hours, Opportunity 
2000, hospital security). Such monitoring should follow the ‘light touch’ principles 
developed by the Outposts, with intervention limited to cases of non-compliance. The 
number of areas monitored should be kept to a minimum and performance should be 
reported in annual business plans. 


Human resources 


ey 


38. 


The Functions Group leaders considered that responsibility for human resource issues 
should as far as possible rest with employers, and that human resource strategies 
should be an inherent part of the business planning process. They recommended that 
all issues should be handled locally unless there are very good reasons for 
involvement of central management. The Functions Groups foresaw a continuation 
of moves towards local pay determination which are already underway. 


Central management would continue to have a key role in areas such as liaison with 
the Treasury on public sector pay policy, liaison with staff side organisations on 
issues of national policy, overall responsibility for workforce supply and national 
level employment issues including European Union issues. 
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Education and training 


395 


40. 


Several of the Functions Groups addressed the question of future arrangements for 
Working Paper 10, and for education and training more generally, and this issue was 
discussed at the meeting of Functions Group leaders. There was a clear consensus 
that, whilst some central training programmes might be needed, in the main 
commissioning, providing and advising on training should be a local responsibility. 
Purchasers would be responsible for setting local strategic direction, employers for 
working out the implications for workforce planning. 


The Functions Groups leaders recommended that non-medical education and training 
should be funded by a national levy deducted from purchaser allocations. This could 
be supplemented by additional spending at local level, at purchasers’ discretion. 
Purchasers and employers would form consortia to prepare proposals for education 
and training. In one possible model, these proposals would: be considered and 
validated by a Regional Education Board made up of representatives from purchasers, 
providers and the regional office; the regional office would be responsible for 
resolving any disagreements. Contracts would be negotiated with education providers 
by consortia or central management. Central management headquarters would have 
a role in issues of national supply, private sector needs and UK issues. Medical 
education and training programmes will be the subject of further work (see para 47). 


Market framework 


41. 


Another area of new work proposed by the Functions Groups is the development of 
a market regulation framework to ensure that purchasers and providers function 
effectively, efficiently and in a responsive way. Central management should ‘set the 
rules’ by providing a strategic direction, but as much responsibility and decision 
making as possible should be devolved to local level, thus allowing maximum 
freedom within clear boundaries. The Functions Groups recommended that 
headquarters should take the lead in developing policy guidelines for the operation of 
the market while the regional office would be the key point for enforcement of the 
framework, acting as link between national policy and local management. 


Communications 


42. 


The Functions Groups underlined the importance of the communications function at 
all levels of the NHS in accounting for the NHS; promoting the NHS; conveying 
messages about health; helping to motivate the workforce; and creating the conditions 
for the effective management of change. At a local level, communications should 
promote public understanding of health issues and local health strategy, and support 
NHS-wide culture, identity and values. The Functions Groups identified a key role 
for central management in establishing a corporate communications strategy for the 
NHS, developing effective communications networks and making information 
available in support of openness and accountability. 
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Ministerial casework 


43. 


44. 


Providing support to Ministers is, and will remain, a major area of work for many 
parts of NHS central management. Ministerial casework makes up a substantial part 
of such work and includes Parliamentary Questions, replies to Ministerial 
correspondence, briefing for the Prime Minister and briefing for other Parliamentary 
occasions. The Functions Groups saw some merit in eventually devolving casework 
concerning operational services to regional offices, while maintaining a quality control 
function at headquarters. This would be consistent with the idea of a single corporate 
structure, with issues in a geographical area handled by the appropriate regional office 
and not ‘redone’ at headquarters. 


However, the Functions Groups recognised that no move to devolve casework could 
take place unless quality and timing standards were maintained at all times. Regional 
offices would have to be adequately staffed to take on casework and staff trained 
before work was allocated to them. Any transfer of casework to regional offices 
should be carefully piloted and, if appropriate, introduced on a phased basis. Further 
work will be undertaken to explore the scope and timing for a possible devolution of 
Ministerial casework. 


Outstanding issues 


45. 


On a number of issues, particularly those which straddle the boundaries between 
different Functions Groups, the working papers have pointed up questions which 
require further work. This will be taken forward in the next stage of the Functions 
Groups’ work and will include, where appropriate, discussions with various interests 
in the NHSME and the NHS more generally. Some of the major areas for further 
work are outlined below. 


Research and Development 


46. 


Several Functions Groups addressed research and development (R&D) from a variety 
of different angles. The working papers confirmed the importance of R&D and made 
suggestions on the role of central management in commissioning R&D, the resourcing 
of R&D and the need to take greater account of purchaser and provider viewpoints. 
These suggestions will be considered further by Professor Peckham (NHSME 
Director of Research and Development) Dr Winyard (NHSME Medical Director and 
leader of Functions Group 4), Regional Research and Development Directors and 
members of the task force on research resources. In addition the linkage between 
R&D and the strategic framework is to be examined further by Functions Group 1 
(Strategic Framework). 
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Post-graduate and continuing medical education, and medical workforce planning 


47. Functions Groups 3 (Human Resources), 4 (Working with Clinical Staff) and 8 
(Providing Health and Health Care Services) each identified the need for further work 
to develop arrangements for post-graduate medical education, and for medical 
workforce planning, in the new structure. This will take account of: 


e the proposed model for education and training for other staff groups 


e the need to maintain the capacity to work systematically with the professions 
locally on issues of clinical outcomes and effectiveness and audit 


& the need to link education programmes with R&D and public health 


e the possible creation of joint development agencies funded by purchasers and 
providers. 


Public health 


48. Functions Group 7 (Local Strategy and Purchasing) is to consider further the role of 
central management in supporting the public health function, in conjunction with other 
Functions Groups which have an interest in this area. The Group will examine which 
parts of the public health function are best carried out at individual purchaser level, 
possibly using joint arrangements such as institutes, and which are a central 
responsibility. As part of this work, opportunities for further development of the 
public health network will be explored. 


Advisory machinery 


49. The nature of any formal advisory machinery for NHS central management will be 
determined by the exact roles of the headquarters and regional offices, and therefore 
cannot yet be specified. However, it is expected that there will be a need for: 


e formal planning/liaison mechanisms between regional offices and universities 
e arrangements for appropriate professional advice to headquarters and regional 
offices. 


The Functions Groups considered that current machinery for professional advice may 
need significant revision to meet these needs. 
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Community care 


50. 


Community care was identified as a cross-cutting issue in the Implementation Plan. 
To date the Functions Groups have not addressed this issue in detail and the NHSME 
Community Care Unit has identified a range of specific questions to be considered 
by different Groups in the next stage of their work. In addition, each Functions 
Group will be asked to examine the functions within its remit in relation to two key 
issues of: 


e managing effectively a strategic shift of finance and activity from hospital- 
based care to care in community or primary care settings; 


e developing the capacity of organisations involved in commissioning and 
delivering community care to manage the interface with other NHS bodies, 
local authorities and independent sector interests. 


Primary care 


pe 


Primary care, another cross-cutting issue, was addressed by a number of Functions 
Groups. Working papers emphasised the importance of GP involvement in 
purchasing plans and raised issues of primary health care team development and the 
role of central management in relation to GP Fundholders. The NHSME Primary 
Care Division is to develop proposals on the future relationship between GPs and the 
new merged DHA/FHSAs, including central arrangements for managing the General 
Medical Service arrangements and the degree of central control required for the 
prescribing service. They will also consider how primary care should be handled 
within the new structure for NHS central management. 


Internal administration for central management 
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Functions Group 11 (Cross-functional Issues) and other related Functions Groups are 
undertaking further work to define suitable administration systems for central 
management from April 1994. This work will cover aspects such as: 


e business planning, including bidding for resources to support central 
management functions and allocation arrangements; 


e managing/monitoring both manpower numbers and the use of running cost 
resources. 


Work to establish existing management costs for the NHSME and RHAs is already 
being undertaken by Functions Group 11 in conjunction with personnel, finance staff 
and statisticians in the NHSME and with assistance and advice from Trent and West 
Midland RHAs (staff costs and numbers) and Yorkshire RHA (non manpower costs). 
Other RHAs will be consulted over the next month with a view to establishing 
common systems which can be used to monitor the changes ahead. 
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Information systems 


54. 


A need to rationalise the various data flows operating in the NHS pre-existed 
implementation of the “Managing the New NHS’ changes. Functions Group 10 
(Information Issues), with input from a working group of ME and NHS interests, has 
identified three main options: 


(i) direct flow of information from providers to individual purchasers; 


(ii) flows from providers to regional offices which would distribute information 
to individual purchasers; 


(iii) | flows from providers to a single central database which provides a national 
clearing service. 


A detailed examination of the advantages and potential cost of these options will be 
carried out by Functions Group 10. 


Resources 


JF: 


56. 


The Functions Groups were asked to give their preliminary views on the resource 
implications for central management of the proposed allocation of functions. 
Inevitably this proved to be one of the most difficult parts of the first stage work. 
Work is underway to develop a comprehensive picture of the functions currently 
carried out by RHAs and the NHSME, and the numbers of staff involved, but this 
was not completed in time to inform the first stage work of the Functions Groups. 


Most Functions Groups have tried to identify in broad terms the consequences of 
changes from the existing structure which they have proposed: 


@ allocating revenue resources direct from headquarters to DHAs, FHSAs and 
GP Fundholders would result in a smaller number of finance staff being 
required at regional office level. The allocations function at headquarters 
level would remain around its present size; 


® devolution of responsibility for pay determination to local providers would 
lead to a reduction in resources at headquarters; 


8 a consortium or joint working approach to purchasing education and training 
might require fewer staff at regional office than existing Working Paper 10 
arrangements; depending, in part, on whether the negotiating and contracting 
process for education and training is to be carried out on behalf of consortia 
by the regional office; 


o the principle that performance management should be done once only, by the 


regional office, implies a significant reduction in the headquarters performance 
management function; 
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& the development and implementation of a market regulation framework would 
represent a new area of activity for central management but could be expected 
over time to replace some of the existing performance management and 
professional management 


e paring down support and development functions, and limiting their lifespan, 
would result in some reduction of staff in both headquarters and regional 
offices; 

6 restricting central management estates activity to core functions such as advice 


on strategic planning and policy would have resource implications; 


e any eventual dispersal of Ministerial casework to regional offices would be 
accompanied by a transfer of resources from headquarters to regional offices. 


However, very few of the Functions Groups were able to make any estimate of staff 
numbers required for individual functions at this stage. All Groups will be 
considering resource implications in detail as they refine their work on functions in 
the new structure and, in particular, as they re-examine existing NHSME and RHA 
functions to determine which should be devolved to purchasers and providers, which 
dropped, and which maintained by central management. This will take account of the 
resource constraints for the exercise as a whole and the need to make savings through 
streamlining central management. 


NEXT STEPS 


58. 


ao. 


This document is intended to provide the basis for testing ideas in discussion with 
staff in the NHSME, and RHAs and with other interests who will be invited to 
contribute ideas to the Functions Groups or to the Functions and Manpower 
Implementation Team. In parallel with these discussions, decisions on outstanding 
issues will be sought from the NHSME top management team and, where appropriate, 
from Ministers. Functions Groups will also take forward the areas of further work 
including through joint working between Groups. 


Taking into account the results of these processes, the Functions Groups will produce 
more detailed working papers by | April which describe the functions to be 
performed in the new structure. These further working papers will explain in more 
detail how their proposed allocation of functions relate to existing functions, and give 
more detailed estimates of resource implications. The Functions Groups’ further 
working papers will be pulled into a second synthesis document, which will again be 
circulated widely. At this stage additional points will be identified and resolved and 
a further stage of refining functions undertaken. 
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60. The review of the wider Department of Health, led by Mrs Terri Banks, is due to 
report in May. Final decisions about the structure, functions and manpower of NHS 
central management and the wider Department will be taken by Ministers in the light 
of the Functions Groups’ work and Mrs Banks’s review, taking account of the overall 
resource position. Joint work will be undertaken between the NHSME and the wider 
Department to establish more clearly the respective roles and responsibilities of each; 
this work will be reflected in the Statement of Responsibilities and Accountabilities 
to be published by the end of July 1994. 


61. The reduction in the number of RHAs to eight, and the establishment of regional 
offices, will formally take place on 1 April 1994. However, it is not expected that 
significant operational changes will occur on that date. The transfer of functions from 
RHAs to regional offices is expected to start in the summer and autumn of 1994. 
Changes to functions at headquarters will follow slightly later, starting towards the 
end of 1994 and continuing through the early part of 1995. 


62. | Views on the synthesis document will be welcomed. Comments on specific issues 
may be addressed to the Project Manager for the relevant Functions Group (see 
Annex A) or to 


Gerard Hetherington 

Functions and Manpower Implementation Team 
NHS Management Executive 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 


Tel: 0532 545178 


who will ensure that they are passed on the Functions Groups. General comments 
should be sent to the Functions and Manpower Implementation Team. 


Functions and Manpower Implementation team 
February 1994 
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Functions Group 1: 


Membership 


Alasdair Liddell 
Sheila Adam 
Mark Baker 

Alan Fender 
Heather Gwynn 
Liz Haggard 
Tom Keighley 
Michael Peckham 
Geoffrey Podger 


ANNEX A 


Setting a strategic framework for the NHS 


RGM, East Anglian RHA (Chairman) 

RDPH, North West Thames RHA 

RDRD, Yorkshire RHA 

Strategic Planning Director, Wiltshire & Bath Health Commission 
NHSME, Finance and Corporate Information Directorate 

CE, Southern Derbyshire Community Services NHS Trust 
Director, Nursing Institute, Leeds University — 

Director of Research and Development, NHSME (Adviser) 
Health Promotion (Administration), Department of Health 


Clive Smee Chief Economic Adviser, DH (Adviser) 

Gary Smith CE, Newcastle DHA 

Lois Willis Development Director, Mersey RHA 

Key issues 

e developing a statement of purpose, values, and principles which can be applied in 


developing operational policy (eg. in relation to a disease, a care group, a symptom, 
a behaviour and a health/social issue) 


e integrating current policy initiatives into a coherent strategy 

e developing an integrated approach to environmental assessment 

e establishing systematic arrangements for policy evaluation and audit 

@ _ developing a framework for assessing future policy initiatives which enables a balance 


to be achieved between knowledge-based planning and market-driven change 


© ensuring an integrated approach to delivery through functional strategies - R & D, 


HRM, IM&T. 


Contact address 


Peter Houghton (Project Manager) 
Director of Strategic Planning 

East Anglian Regional Health Authority 
Union Lane 

Chesterton 

Cambridge CB4 1RF 
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Functions Group 2: Securing and allocating resources 


Membership 


Keith McLean 
John Bacon 
Stephen Day 
Joan Firth 
Keith Ford 
Derek Grute 


- RGM, Yorkshire RHA (Chairman) 

- Executive Director, Southern Outpost 

- RDF, West Midlands RHA 

- NHSME, Finance & Corporate Information Directorate (Adviser) 
- Director of Finance, Kensington & Chelsea & Westminster HA 

- Director of Finance, Leicester Royal Infirmary 


Malcolm Harris - NHSME, Finance & Corporate Information Directorate 


Gabriel Scally 


- RDPH, South East Thames RHA 


Aileen Simkins - Seconded from Finance & Corporate Information Directorate to 


Key issues 


North Yorkshire HA 


e negotiation of capital and revenue resources for the NHS as part of the PES 
process 
e resource distribution policies 
-- topslicing, capital allocation formulae, weighted capitation for 
DHAs/FHSAs, GPFH bench-marking, earmarked allocations, joint 
finance 
e the development of business and financial planning systems 
e RHA purchasing responsibilities 
-- education and training, R & D, specialist services 
e the leadership and development of the finance function 
Contact address Liz Eccles (Project Manager) 


Finance & Corporate Information Directorate 
Room 1/N/10 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 3: 


Membership 


Ken Jarrold 
Trevor Bayley 
Pam Charlwood 
Peter Davis-Rice 
Christine Hannah 
Robert Hangartner 
Norma Fenton 
Peter Johnson 
Sue Norman 
John Rogers 
Carole Teitjen 


Human Resources Management 


RGM, Wessex RHA (Chairman) 
Postgraduate Dean, Mersey RHA (Adviser) 
RGM, South Western RHA 

Director of Nursing and Personnel, North Western RHA 
CE, South & East Cheshire HA 

NHSME, Medical Directorate 

NHSME, Corporate Affairs Directorate 
Executive Director, North East Outpost 
NHSME, Nursing Directorate 

NHSME, Personnel Directorate 

Director of Personnel, Yorkshire RHA 


John Watts Director of Human Resources, Northern General NHS Trust, 
Sheffield 
Key issues 
e integrating HRM with the general management and business planning process 
e employee resourcing eg: 
-- medical manpower planning; Working Paper 10; recruitment, appraisal and 
career development systems; training and development 
e reward systems eg: 
-- pay strategy; future central pay determination; performance related pay 
@ employee relations eg: 
-- trade union relationships; communications; staff charters 
® information and control systems eg: 
-- unit labour costs; modelling and forecasting systems; equal opportunities 
monitoring 


Contact address 


Derek Coe/David Pink (Project Managers) 
NHSME, Personnel Directorate 

Room G/W/12 or G/W/10 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 4: 


Membership 


Graham Winyard 
Jackie Axlby 
George Alberti 
Charles Easmon 
Roger Edmonds 
Mike Marchment 
Philip Leech 
Martin Staniforth 
Barbara Stocking 
Pat Troop 

Sue Williams 


Key issues 


Working with clinical staff 


Medical Director, NHSME (Chairman) 

GM, Northumberland FHSA 

RDRD, Northern RHA 

Postgraduate Dean, North West Thames RHA 
GP, Andover 

CE, Premier Health NHS Trust, Staffordshire 
NHSME, Performance Management Directorate 
NHSME, Performance Management Directorate 
RGM, Oxford RHA 

DPH, East Anglian RHA 

Deputy Director of Nursing, NHSME 


e reviewing the present pattern of central and regional networks and making 
recommendations about their continued development 


e achieving a coherent perspective across purchaser/provider boundaries 


e integrating R & D initiative, work on clinical outcomes and effectiveness, audit, 
postgraduate education and other related initiatives 


e re-thinking the relationship with the professions at central and operational 
management levels to offer maximum flexibility to purchasers and providers. 


Contact address 


Alison Frater (Project Manager) 
North West Thames RHA 
Room 3/E/61 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 5: Performance Management and Accountability 


Membership 

Peter Garland - NHSME, Performance Management Directorate (Chairman) 
Martin Brown - NHSME, Performance Management Directorate 

John Cooper - CE, Royal Free Hospital NHS Trust 

Brian Edwards - RGM, West Midlands RHA (Adviser) 

Joan Firth - NHSME, Finance and Corporate Information Directorate 
Muir Gray - RDPH, Oxford RHA 

Julian Le Vay - Director of Corporate Management, South Western RHA 
David Lye _ - Director of Performance Management, West Midlands RHA 
Tom Mann - NHSME, Performance Management Directorate 

Brian Marsden - NHSME, Finance & Corporate Information Directorate 
David Stout - Finance Director, North East Outpost 

David Treloar - CE, Berkshire HA 

Key issues 

e focus on outcome-based objectives 


e purchasers to be held to account for: 
a setting local health strategy 
-- financial management and control 
-- negotiated targets across a smaller number of policy and service priorities 

e trust monitoring framework - including clarity about the circumstances which warrant 
provider side interventions and the nature of these interventions 

e extending accounting officer status to the level of purchasers and providers 

@ link to corporate governance work - role and functions of chairs and non-executives; 
probity etc 

Contact address Hilary Reynolds (Project Manager) 


NHSME, Performance Management Directorate 
Room 3/E/41 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 6: Developing and Regulating the Internal Market 


Membership 

Ron Kerr - RGM, North West Thames RHA (Chairman) 

Brian Derry - NHSME, Finance and Corporate Information Directorate 

Paul Kemp - RDF, East Anglian RHA 

Kate Priestley - Executive Director of Business Strategy, Northern Region 

Carol Propper - NHSME, Performance Management Directorate 

Tony Shaw - CE, Southampton Health Commission 

Louis Smidt - CE, Camden and Islington Community Health Services 
NHS Trust 

Gilbert Smith - Deputy Director of Research & Development, NHSME 

Stuart Welling - CE, Brighton Healthcare NHS Trust 

Ron Zimmern - DPH, Cambridge HA 

Key Issues 

e overall regulatory framework 


-- structure and conduct 
-- central management roles and responsibilities 


e information management 
-- activity, quality, health outcomes 
-- patient preferences 
-- contract comparability 


e incentive structures 
-- DHAs/GPFH 
-- NHS Trusts 
~~ monopolies and mergers 


e exit and entry strategies 

@ transaction cost issues 

e@ interface with the social care market 

Contact address Maria Goddard (Project Manager) 


NHSME, Economics and Operational Research 
Room G/W/26 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 7: Local Strategy and Purchasing 


Membership 

Ian Carruthers - CE, Dorset Health Commission (Chairman) 
Jack Barnes - NHSME, Performance Management Directorate 
Pat Cantrill - NHSME, Nursing Directorate 

David Colin-Thomé - GP Fundholder, Runcorn 

Lindsay Davies - NHSME, Medical Directorate 

David Fillingham - CE, St Helens & Knowsley HA 

Philip Hadridge - Strategic Planning Manager, East Anglian RHA 
David Hewlett | - NHSME, Performance Management Directorate 
Andrew Pettigrew - University of Warwick 

Chris Spry - RGM, South West Thames RHA (Adviser) 
Dick Stockford - NHSME, Performance Management Directorate 
Stephen Thornton - CE, Cambridge HA 

Liz Wolstenholme - NHSME, Performance Management Directorate 
Key issues 

e the nature and form of health and health service strategy at local level 


® the policy context for DHA/FHSA mergers: 
-- integrated purchasing and the coverage of the internal market 
o- HCHS and GMS funding policies 
GPFH development and accountability 


@ purchaser development: 
-- building the knowledge base 
-- consumer involvement 
-- contracting, costing and pricing 


e support programme for DHA/FHSA mergers 


e overhead costs 
e collaborative purchasing between health and social care agencies 
Contact address Ivan Ellul (Project Manager) 


NHSME, Performance Management Directorate 
Room 4/N/23 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 8: 


Membership 


Robert Tinston 
Nigel Beverley 
Nigel Crisp 
Roger Hoyle 
Liz Jenks 
David Jordison 
Russ Powell 
Roger Scofield 


Providing health and health care services 


RGM, Mersey RHA (Chairman) 

Executive Director, North Thames Outpost 

CE, John Radcliffe/Churchill Hospitals NHS Trust 

Executive Director, South West Outpost (Adviser) 

Nurse Executive, United Leeds Teaching Hospitals NHS Trust 
CE, Lancaster Priority Services NHS Trust 

Medical Director, Northern General NHS Trust, Sheffield 
NHSME, Corporate Affairs Directorate 


Tim van Director of Primary Care, Northern RHA 

Zwanenberg 

Key issues 

© accountability framework 
-- relationship between Trusts and Regional offices 
-- supply side policy implementation and styles/mechanisms of intervention 

e tackling differential performance 

e developing systems to support clear, performance based contract negotiation and 
monitoring 

e supply side issues in primary care 


Contact address 


Sheena Cuminsky (Project Manager) 
Mersey RHA 
Hamilton House 


24 Pall Mall 


Liverpool 
L3 6AL 
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Functions Group 9: 


Membership 


Roger Hoyle 
Dennis Allison 
Geof Mayers 

R Meyer 

John Mills 
Richard Nugent 


Tim Sands 
Katherine Tyson 
John Yates 
Stephen Yorston 


Key issues 


Estates management 


Executive Director, South West Outpost (Chairman) 

RGM, North Western RHA 

Director of Estates Policy, NHS Estates 

Director of Estates, Kings Health'Care NHS Trust 
Chairman, Health Estate/Facilities Management Association 
Director of Estates and Purchaser Development, West Midlands 
RHA 

NHSME, Performance Management Directorate 
Directorate of Resources and Services, DH 

Estates Directorate, East Anglian RHA 

Finance Director, York Health Services NHS Trust 


e core estate functions undertaken by RHAs and by NHS Estates on behalf of the 


NHSME: 


-- policy guidance and standards 

-- management/disposal of the residual estate 

-- oversight of estate performance and capital procurement 
-- information requirements 


e organisation and delivery of core estate functions 

e future management of non-core estate services provided by RHAs and Agencies ion 
the NHS 

e code of practice for Agencies combining core services (authorisation and monitoring 


of schemes) with commercially-driven technical consultancy services 


Contact address 


Gordon Massey (Project Manager) 
NHS Estates 

Room 3/E/15 

1 Trevelyan Square 

Boar Lane 

Leeds LS1 6AE 
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Functions Group 10: Information Issues 


Membership 


Peter Garland 
John Bacon 
Rosemary Butler 
Ruth Carnell 
Brian Derry 

Gill Eastabrook 
Andrew Holt 
Rhona MacDonald 
Ray Rogers 
Dennis Woolley 


Key Issues 


NHSME, Perfomance Management Directorate (Chairman) 
Executive Director, Southern Outpost 

Head of Statistics Division, DH 

Acting RGM, South East Thames RHA 

NHSME, Finance and Corporate Information Directorate 
NHSME, Finance and Corporate Information Directorate 
Head of Information Services Directorate, DH 

Regional Director of Finance, South Western RHA 
Executive Director, NHSME Information Group 

CE, Yorkshire Service Organisation 


e identifying the information needs of ME Head Office and regional office 


e ensuring the quality of data in the NHS, including quarterly monitoring and other 
central requirements 


@ location of data bases and analytical resources to support the information needs of ME 
Head Office, regional offices and the wider DH (and associated data flows) 


© ensuring the NHS IM&T strategy is implemented 


e ensuring the business requirements of the ME are supported by IM&T in the NHS 


e co-ordinating and facilitating IM&T matters within regional office territories 


Contact address 


Tan Nicholls (Project Manager) 

NHSME, Information Management Group 
Room 5/W/51 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 11: Cross Functional Issues and Internal Administration 


Membership 

John Shaw - Director of Corporate Affairs, NHSME (Chairman) 
Alan Angilley - NHSME, Finance & Corporate Information Directorate 
Brian Blisset - General Manager, Southern Derbyshire HA 

Chris Brown - NHSME, Corporate Affairs Directorate 

Johanna Finn - Chief Executive, West Suffolk Hospitals NHS Trust 
Trish Fretten - Parliamentary Clerk, DH 

Jean Holderness - Business Manager, NHSME Midlands Outpost 
Isabel Nisbet - - NHSME, Deputy Director of Corporate Affairs 
Adrian Pollitt - Deputy RGM (acting), South East Thames RHA 
Mike Ramsden - General Manager, Leeds FHSA 

Keith Smith - Director of Administration, West Midlands RHA 


Edmund Waterhouse - NHSME, Performance Management Directorate 


Key Issues 

e core values and key principles, corporate governance and probity, open government 

@ supporting Ministers’ accountability to Parliament in the new ME 

e business planning and processess in the new ME 

® managing the ME’s workforce and other resources and supporting the CE’s 
accountability for those resources 

@ Secretary of State’s statutory responsibilities managed or co-ordinated by the ME or 
RHAs 

e | RHA responsibilities and obligations which might revert to the ME in April 1996 

® common services and support services for the new ME 

Contact address Tan MacFadyen (Project Manager) 


NHSME, Corporate Affairs Directorate 
Room 7/E/60 

Quarry House 

Quarry Hill 

Leeds LS2 7UE 
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Functions Group 12: Communications in the new NHS 


Membership 

Alasdair Liddell - RGM, East Anglian RHA (Chairman) 

Margaret Blackett - Director of Corporate Affairs, South Essex Health Consortium 

Romola Christopherson - Director, Information Division, DH 

Bill Gillespie - Director of Communications, South West Thames RHA 

Neil Goodwin - Chief Executive, St Mary’s Paddington 

Isabel Nisbet - NHSME, Deputy Director of Corporate Affairs 

Bob Schofield - Deputy Head of Communications, Yorkshire RHA 

Peter Stevens - | NHSME, Head of Communications 

David Walden - Community Services Division, DH 

Key Issues 

e the role of communications in the new NHS 

e the main activities and tasks required to undertake this role 

e the appropriate level(s) of the new structure to undertake these tasks 

e how this should be organised and resourced 

e the implications for infrastructure and technical support 

e the implications in terms of public relations, communications, and corporate identity 
of intention of: "establishing the distinctiveness of the NHSME as the headquarters 
of the NHS" 

Contact address Helen McCallum (Project Manager) 


Head of Commications 

East Anglian Regional Health Authority 
Union Lane 

Chesterton 

Cambridge 

CB4 1RF 
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